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New Eneland Telephone and Telegraph Company. 


Boston, Mass., May ist, 1885. 


To the Stockholders : 


The last report of the operations of your company 
‘covered the period to April 1st, 1884. At the directors’ 
“meeting holden in the city of New York, on the 5th 
day of May of that year, a vote was passed changing 
the fiscal yearand making it to end on the 31st day 
of December; consequently, this report covers the period 


of nine months from April 1st to December 31st, 1884. 


Although the gain in the number of subscribers has 
not been so large as anticipated in our last report, yet 
considering the continued depression in all kinds of 
business that has been felt through this entire period, 
we believe that the improvement in the condition of 


our property.and its increased earning capacity will be 
y properly 5 & 
found satisfactory. 


The sums expended during the period for repairs, 


maintenance, reconstruction and new _ construction, 
while they seem large in proportion to the gross earn- 
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ings, have been necessitated by the condition of your 
property and the demands of the service, and have only 
been incurred after the most careful consideration on 
the part of your officers and also after consultation with 


some of the representative and largest stockholders. 


The items of repairs, maintenance and reconstruc- 
tion depend very largely upon the quality of the 
original plant. When the original plant of the com- 
panies consolidated into your company. was built, the — 
great growth of the telephone business was not forseen 
and the requirements of the service were not mys 
known. These facts, together with the tivalry or 
opposition companies to get possession of the field, 
lack of funds and poorly constructed or imperfect 
apparatus, resulted in a plant which, when the strain 


came, either had to be replaced or largely reconstructed. 


Many items of reconstruction have been due to the 
use of ‘ house-top” work which prevails very largely 
in cities where it was impossible to get proper pole 
facilities. This is the most unsatisfactory kind of plant, 
and is only retained where no other way is practicable, 
and as fast as any substitute for it can be obtained it is 


being abandoned. 


Another large item of reconstruction is due to the 
fact that practically all apparatus in use in connection 
with the telephone is of more recent invention than the 
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telephone itself. The early apparatus was therefore 
crude, imperfect and inadequate, and while most of it 
could be used, yet it was found that by introducing new 
and improved appliances, economy in operation together 


with greater efhciency in service could be had. 


Finding these conditions to prevail, and in order that 
your plant might be put in condition to supply the 
demands of your patrons for good service, your directors 
have felt the necessity of adopting the most approved 
methods in all departments of the business, and of putting 
your plant in such first-class condition as would reduce 
to a minimum the items of maintenance and render 


unnecessary any reconstruction in the immediate future. 


Nearly all the extra-territorial lines that had been 
built for two years or more have been overhauled, the 
poles set upright, larger poles put in at street crossings 
and corners, wires made taut, and in many cases 
new wires run. With the exception of one or two 
places, all the exchange wires have been thoroughly 
examined, large poles set in place of small ones, and 
12-pin cross-arms put on in many instances in place of 
4-pin and 6-pin arms, and other changes made that 
were necessitated by the condition of the property. 
These repairs have all been made in a way to adapt 
these lines to the presentand future demands of business, 
and in such a substantial manner that it is believed the 


cost of repairs and reconstruction will be very much 
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lighter for the future. The switchboards in use in many 
of the offices, of old and inferior’ pattern, which 
had become inadequate through use and depreciation or 
from the increased number of subscribers, have been 
repaired, rebuilt or replaced by boards of more modern 
and superior construction. Some idea of the expense in 
this department may be gathered from the fact that in 
seventeen exchanges the switchboards have been 
enlarged or substantially rebuilt, while thirteen 
exchanges have been supplied with entirely new boards. 
Of these latter, Boston, Cambridge and Lawrence are 
now using the multiple switchboards, which are of 
sufficient size to accommodate any probable increase of 
subscribers in those exchanges, and have so far, given 
good satisfaction. The board at the Boston.” office, 
capable of accommodating 4200 subscribers, was built 


and put in at a cost of about $28,000. 


The reorganization and reconstruction of the Boston 
exchange, referred to in our last report, and which was 
going on at the close of the fiscal year, is now com- 
pleted. The new ofhce at 50, Pearl street, of wiijem 
we have taken a lease for ten years, is more commodious 
and better adapted to our business than the old one, and 
with the new switchboards above referred to, and intro- 
duction of aerial and underground cables instead of 
open wires, the expensive and substantial tower for the 


reception of cables, improved methods for protection 


if 


from electrical light currents, with other appliances of 
the most approved construction connected therewith, 
render this exchange one of the most complete and 
finely appointed in the world. The basement of the 
building is occupied as a storeroom and shop for con- 
struction and repairs; the first floor contains the offices 
of the Boston division, cashier and public station; the 
executive offices of the company are on the second 
floor, while the third and fourth floors are devoted to 
the operating department. The roof of the building 
supports a large tower constructed at great expense for 
the reception of cables only, no naked wires being pro- 
vided for. Terminal points for cables radiating from 
this tower have been secured in various parts of the 
city, and the naked wires, instead of coming to the 
central office, enter the nearest cable, thus preventing 
the massing of large lines of open wires leading to the 
central office. Every effort has been made to secure 
complete protection from electrical light currents. 
There are now connected with the tower thirty-four (34) 
cables, containing 2541 conductors. Of these cables, 
twelve, with twelve hundred conductors, are under- 
ground. Inthe new system great attention has been 
paid to providing facilities for the extra-territorial lines, 
which has resulted in an increase of fifty per cent. of 
income from this branch of the business. The recon- 
struction of the Boston system was retarded a good 
deal by the delay in the manufacture of new switch- 
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boards, and some interference with the service to sub- 
scribers was necessarily caused by the change of offices 
and the rebuilding of the lines; but now that the new 
system is in full operation, it is believed that the service 
to patrons is very much superior to that under the old 


order of things. 


The greater number of changes of subscribers has 
also increased the cost of construction and operation. 
In the earlier days of the business, to put in ten sub- 
scribers was to make a net gain of eight or nine, but 
during the last nine months the number added, includ- 
ing agency, was 3215, number discontinued 2457; net 
gain 758. Thus to make a net increase of 4758 sub- 
scribers it was necessary to make over 5500 changes, 
which in the opinion of your directors increases the 
cost of gaining a new subscriber from four hundred to 


five hundred per cent. 


In the matter of new construction it should be 
remembered that your company has had no fund for 
that purpose, and that all construction has been car- 
ried on from the net earnings, having, at the sugges- 
tion of many large stockholders, adopted the policy 
during the year of using the net earnings as far as. 
necessary for construction and extension of the plant 
instead of dividing them among the stockholders. 
Your directors have pursued a policy which they believe 


will be:for the best interests of the company. In the 


9 


building of new lines, while they have endeavored to 
be as economical as possible, they have not restricted 
such lines, either in size or equipment, to the immediate 
demands of business, but have sought to build them in 
a solid and substantial manner and of such capacity as 
to accommodate any reasonable future growth. For 
reasons before stated, continuous efforts have been 
made to replace house-top lines by pole lines and to 
obtain privileges therefor in the large cities, and our 
efforts in most cases have been successful. The priv- 
ileges procured have been made available with- 
out waste of time, and parts of the system have been 
much improved by these changes. In the city of Wor- 
cester many substantial and valuable pole rights have 
been secured from the authorities, and your officers are 
now preparing to avail themselves thereof and to make 
the neccessary changes from house-top to pole lines. 
In the cities of Portland, Lowell, Springfield, Salem and 
Gloucester, and the towns of Clinton, Marlboro and 
Adams, many substantial and desirable changes of this 
kind have been made. It will be the policy in future 
to make use of pole lines in preference to house-top 


lines, wherever rights therefor can be obtained. 


In some parts of the territory there are pole lines used 
by this company which are owned in whole or in part 
by individuals, clubs or firms. Such lines now being 


constructed, or which may hereafter be constructed, 
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will be completed under arrangements by which the 
property therein will be acquired by the company upon 


terms deemed advantageous. 


Partly on account of the complaints in reference to 
over-head wires, and because it was otherwise desirable 
and advantageous to your company, your officers have 
wherever practicable adopted the aerial cable system. 
Particularly in the larger cities, such as Boston, Wor- 
cester, Lowell, Springfield and Lynn, the great mass of 
over-head wires is being gradually replaced by cables, 
which can be run at a much less expense than an equal 
number of open wires; the hability to damage from 
storm and tempest is less, and one great cause of com- 


plaint is removed. 


The demand for extra-territorial lines has been quite 
large, and has been supplied wherever the expected 
income would warrant the expense. The following 


figures will be of interest: 


NEW LINES. 


Miles of Poles. Miles of Wire 


Exchange, - . - - - - 101 196 . 
Toll, - - ~ - - . - 207 338 


Extra-Territorial, - - - - - 308 860 


Total, - - - - 616 1394 
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CABLES 
Feet. 
Aerial, - - - - - - - - 60,474 
Underground, - em - - - - 9,440 
Submarine, - - - - - - - - 13,914 


Total, EE ee Or a ah os 


The lines, wires, switchboards and general property 
of your company, in consequence of the liberal expen- 
diture of the last nine months, are in excellent condi- 
tion, and the deterioration as well as the demand for 
new construction for the immediate future will be small. 
It is not intended to expend in this direction any more 
than is called for by the immediate wants of the busi- 
ness and :to provide for the natural increase. ‘The 
estimate for construction and reconstruction for the 


coming year is about $100,000. 


Maps have been prepared delineating the boundaries 
of the several exchanges and the extra-territorial and 
branch lines connected therewith. ‘The lack of system 
which heretofore characterized the conduct of toll 
business throughout the entire territory has been 
superseded by the adoption of a tariff which it is 
believed will not only result in a greater net income, 
but will secure uniformity in charges and accuracy in 


rendering accounts. 


There has been some complaint as to the charges to 


subscribers for the use of the telephone, and the subject 
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has been carefully considered by your directors. Rates 
have been raised in the Suburban territory, and the 
subscribers there have been given greater facilities than 
they formerly enjoyed. Plans are now under consider- 
ation for equalizing the rates throughout the whole 
territory. ‘This question has come before the legisla-- 
ture of Massachusetts the present year, but as yet 
nothing has been decided. While one or two individ- 
uals appeared who thought they would object to any 
increase of rates, no claim was made by any of these 
persons that the present tariff was excessive. Recent 
investigation of this question of rates has developed the 
fact that a comparison of rates charged in some of the 
principal cities and towns of your territory with rates 
charged in Connecticut, Rhode Island, Illinois, Indiana, 
Iowa, Ohio, New Jersey and Pennsylvania shows that 
the average rates are from ten to fifteen per cent. lower 
in your company. When we consider the immense 
advantage and saving of expense to the mercantile 
community, the great risks which attend the business, 
the great liability of the plant to damage from storms, and 
the uncertain tenure of our rights of way in streets and 
on house tops, the complaints against the present tariff, 
or such an increase thereof as would enable the com- 
pany to do a paying business, seem unreasonable and are 
in fact confined to a small »number of individuals. In 
Indiana a law has been passed limiting the rates to be 


charged to subscribers. In view of the fact that the 
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best telephone men of the country are still in doubt as to 
what is a fair charge under different circumstances, and 
that the cost of maintaining a telephone plant is still an 
unsettled question, this legislation seems hasty and 
ill-considered. It is believed that this question will 
ultimately take care of itself; the principle of supply 
and demand, coupled with the selt-interest of the com- 
panies, will prompt such charges to be made as will 
give them a fair profit upon the business without being 
excessive, and such charges will be cheerfully paid by 


the users. 


In several states of the Union there has been legisla- 
tion on|the subject of over-head wires, and in the cities 
of New York, Chicago and Washington, where the 
entire systems had been ordered underground by a fixed 
date, modifications have been made looking to a practi- 
cal solution of the question. So far, what we believe 
to be a wiser policy has prevailed with the legislatures 
in the territory operated by your company, and while 
some desire has been expressed that the large cities 
should as soon as possible be relieved of the ‘* over-head 
wire nuisance,” legislation has been delayed until the 
progress of experiment has established it as a reasonable 
certainty that the wires of an exchange system can be 
worked beneath the surface with such efficiency as to 
satisfy the users, and at a reasonable expense. It is safe 


to say that as soon as a plancan be developed by which 
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an underground system can be worked to advantage 
and with no substantial diminution of the efficiency of 
the service, telephone companies will adopt it without 
compulsory legislation. Such a svstem would be more 
permanent and less liable to interference from the 
authorities or to damage from accident or storm; but 
while short lines work fairly well underground, it is not 
yet determined by actual experience that long lines, 
much less a whole system, can be made to work satis- 
factorily beneath the surface. Individuals occasionally 
appear, either before officers of the telephone com- 
panies or before committees of the legislature, claiming 
to have systems that will work with perfect satisfaction 
for any distance; but they are usually men who have a 
patented invention to sell and who wish laws passed by 
which the companies would be compelled to adopt it 
or some kindred system. On this, as on the question of 
rates, we can only say that with greater electrical 
knowledge and increased experience on the part of the 
officers of the companies, and a little more patience on 
the part of the public, the question will eventually solve 
itself. 


Since our last report, very favorable legislation has 
been secured in the state of Maine, giving to your com- 
pany in that state the same rights and _ privileges 


possessed by domestic companies. 


There was a mistake in the number of exchanges 
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reported last year; it should have been 104 instead of 
109. During the nine months, exchanges at Eastport 
and Boothbay, Maine, and Milford, New Hampshire, 
have been discontinued, and new exchanges have been 
opened at Belfast, Maine, Bradford, Vermont, and 
Newton, East Weymouth and Dedham, Massachusetts, 
making the whole number now in operation 106. ‘The 
whole number of cities and towns connected is 517, 


being a gain of 95 during the nine months. 


The changes in subscribers have been as follows:— 


Exchange subscribers connected April Ist, 1884, - - 15,606 
Exchange subscribers connected December 31st, 1884, - 16,224 
Gain, - - - - - - - - - - 618 
Agency subscribers connected April Ist, 1884, - - 2,205 
Agency subscribers connected December 31st, 1884, - - 2,345 
Gain, - - eutbla - - - ~ - - 140 


Total Agency and Exchange subscribers, April Ist, 1884, 17,811 
Total Agency and Exchange subscribers, December 31st, 1884, 18,569 


Gain, - - - - - - - - - 758 


Last years report contains an error of 15 subscribers. 


The gross earnings of your company for the nine 


months ending December 31st, 1884, were $681,186.80; 
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expenses for the same period, $519,971.02; net earnings, 
PLOT 215.78) lhe operating. expenses were 76 1-3 per 


cent. of the gross earnings. ; 


“The liabilities of your company are—loan due 
American Bell Telephone Company $70,000; current 
balances for pay rolls, other expenses, supplies purchased 
and rentals unpaid, $114,452.85; unpaid dividends, 
$56.25; reserve for contingent liabilities, $40,955.33, 
making a total of $225,464.43. 


The quick assets applicable to these liabilities are— 
cash, $11,720.52; supplies on hand, $43,112.70; accounts 


receivable, $120,209.89; leavinga net debt of $50,421.32. 


The increase of gross earnings of the quarter end- 
ing December 31st, 1884, over. the quarter (ents 
March 31st, 1884, was $17,056.84; increase of expenses 
for the same quarter over the quarter ending March 
31st, 1884, $37,434.98. For the reasons already stated, 
the operating expenses for some time to come will be 
very materially less, so that a handsome net gain for 


each quarter may be expected. 


The total amount of stock outstanding Dec. 31, was, $10,394,600.00 
Held by trustees for the company, - - - - 231,000.00 


Net amount of stock outstanding, - - - - $10,163,600.00 


Of this amount dividends were payable January Ist, 
1885, on $7,215,600.00, and thereafter on an additional 
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$600,000.00 each January tst, until all the stock issued 


participates in dividends. 


In conclusion your directors would say that your 
property is in much better condition than it has been at 
any time since the organization of the company. The 
large sums expended in construction, reconstruction and 


repairs during the last nine months will very materially 
reduce the sums needed for those purposes for the 


coming year, and your directors believe that we will be 
able to show a very handsome increase of earnings 
above all disbursements. The increase of your revenue 
from added subscribers, extra-territorial earnings, 
special lines and other sources, is likely to be slow but 
substantial. We think it safe to predict that after July 
we will be able to show such an excess of earnings 
above all expenses as will make it possible to pay a 
dividend to the stockholders. The policy of your 
directors will be to expend from the earnings a sufficient 
sum for reconstruction, repairs and new construction 
to keep the plant in good condition and supply the 
demands of increasing business as they arise, and from 


the balance to pay such dividends as may be warranted. 


Respectfully submitted for the Directors, 


‘LHE®. N. VAI President 
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EARNINGS AND EXPENSES 


For the Nine Months ending December 3lst, 1884. 


EARNINGS. | 


Agency, . 

Exchange, 

Extra Territorial, 
Miscellaneous, ‘ 
Private Line, 

Telegraph Commissions, 
Toll Line, 


EXPENSES. 


Damage and Compensation, 
Freight and Express, . 
General Expense, 
Instrument Rental, 
Interest, 

Messenger, 

Miscellaneous, 

Operating Expense, 
Postage, Printing and Stationery, 
Rebate, 

Reconstruction, 

Repairs and Maintenance, 
Rents, 


Net Earnings, 


$27,519 
566,491 
47,127 
8,592 


Ovo Linas 


1,314 
20.830 


$10,013 
7,369 
52,556 
188,051 
4,160 
2,001 
11,082 
107,777 
7,816 
11,140 
33,530 
68,873 
15,595 


08 


88 


$161,215 78 


$681,186 80 


$519,971 02 
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CONDENSED BALANCE SHEET. DECEMBER 31ST, 1884, 
Dy. Or. 

Licenses, i : ‘ ; . $4,268,000 00 
Plant, . ; eae - « . 5,926,429 84 
Unissued Stock, . i : : 1,605,400. 00 
Trustees, 2 : , : ‘ 231,000 00 
New Construction (April 1 to Dec. 31, 84), 154,723 96 
Oftice Furniture, Teams and Tools, 13,447 36 
Bells, Material and Supplies, . : RES Dep ad es: 
Accounts Receivable, . é : 120,209 89 
Boston Office Account, . oh ie 28,056 84 
Gash. : : } ; : Li i20 52 

. Capital Stock, , : a $12,000,000 00 
Income Account, . : 7 ‘ 224,696 11 
Reserve, F ; F ! j 40,955 33 
Unpaid Dividends, : ore 56 25 
Bills and Accounts Payable, . ‘ 184,452 85 


$12,450,160 54 $12,450,160 54 
Net gain of subscribers for the nine months—75d8. 


WM. R. DRIVER, 


Treasurer. 
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Theo. N. Vail, et .. President Na Basie 
| and Telegraph Company, Beston, M as: 


DEAR SirR,—We cpcleee herewith fhe Tepe 
C. ‘T. Plimpton, the accountant employed — 
examine the books and accounts of the New 
Telephone and Telegraph Company for ii po 3 
ending December 31st, 1884. | : 


Truly yours, a 
Isaac F ENNO, 
ALFRED DoF 


the New England Telephone mea 
for nine months ending December 38h LP c 


‘and bank accounts, and proving trial balance 
cember 21st, 1884. oe | 

In my investigations have found everything 
nection with the above correct, the cash disburs 
‘sustained by vouchers, ~ the books il with 


Chines Te Pio re 


